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ABSTRACT 

The Minister of Education of Alberta, Canada 
established a task force in 1983 to analyse the characteristics of 
tej^chers' pension plans and to develop a model retirement plan for 
teachers in Alberta. The task force reviewed the legislative, 
structural, administrative, and financial char 'jicxeri sties of 
Alberta's .existing Teachers' Retirement Fund as well as pension plans 
for teachers in other provinces and for other public employees in 
Alberta. The task force also considered concerns expressed by the 
Alberta Teachers' Association and by the Teachers' Retirement Fund 
board. This report describes the task force's membership and 
responsibilities, discusses its findings concerning pension fund 
reform, and presents its proposed model plan. Changes recommended by 
the task force include enacting new legislation, adjusting the level 
of teacher contributions, changing retirement options, adopting a new 
pension formula, and establishing cost of living indexing. Other 
considerations addressed are termination benefits, deferred pensions, 
and death and disability benefits. Costs and funding methods for the 
plan are discussed. Supplementary materials include tables comparing 
the legislative and administrative characteristics of the provinces' 
plans, the funding methods used, and the benefits provided. 
Appendixes present actuarial assumptions, plan variations considered 
and rejected, and a comparison of the model plan to preexisting 
recommendations. (PGD) 
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FOREWORD 



The Minister's Informal Task Force on Teachers' Pensions was the 
first concerted effort by the principals involved to exami-ie the provisions 
and arrangements for teachers' pensions in Alberta. The initiative, a 
joint undertaking of Alberta Education, The Alberta Teachers' Association, 
and the Teachers' Ret i rement Fund, cone I uded with the development of a 
moGel retirement plan fc" teachers in Alberta. 

In this report, the task force presents its findings and 
recommendations to the Minister of Education regarding the existing 
Teachers* Retirement Fund and a model retirement plan. These findings and 
recommendations reflect the best judgements of the task force after careful 
review, consultation with the ATA Pension Committee and consideration of 
the practices constituting a sound retirement plan and its relationfhlo 
with other public pension plans. 
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I . INTRODUCTION 



BACKGROUND 

Sinc<5 the early 1970's, Alberta Education has received numerous 
requests for improvements In teachers' oensions. In reviewing these 
submissions, it was concluded that an entirely different approach was 
required to replace what had become incremental, ad hoc arrangernents. 
Rather than continuing with this orocedure, the Honourable David King, 
Minister of Education, established an Informal task force during the latter 
part o^ 1983 to investigate all aspec" ^ of teachers' pension in Alberta. 

MANDATE OF INFORMAL TASK FORCE 

The Minister's Informal Task Force on Teachers' Pensions was 
established as a joint undei'taking of Alberta Education, the Alberta 
Teachers' Association, and the Teachers' Retirement Fund. The mandate of 
the task force was to develop and propose a model ret iremeni plan for 
teachers in Alberta. The model plan was to be specific in ter.^ns of its 
aoolication to teachers in Alberta, and universal in terms of 1*^5 
relationship and apolication to other pension plans. The ''ev»ew addressed 
the basic parameters or features of a model retirement plan in consultation 
with the ATA Pension Committee. It included consideration of the 
fol lowing. 

1. A review of the existing legislative, structural, 
administrative, and f inancial characteristics of 
the Al berta Teachers ' Ret irement Fund, other 
teacher plans across Canada, and other public 
oension plans in Alberta. 
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2. A review -of policy-related initiatives of "!"he 
Aloerta Teachers' Association with resoect to 
teachers' pensions, including outstanding issues, 
concerns and problems. 

3. The development and identi f ice+ion of 
a I ter nat i ves to the I eg i s I at i ve, structura I , 
administrative, and financial characteristics of 
the ex i st i ng Teachers ' Ret i rement Fund wh i ch 
wou I d become the bas i s for a mode I ret i rement 
p Ian. 

4. The development and identification of 
alternatives to the levels of unfunded liability, 
emp loyee contrl butions, and emo loyee benef its 
under the ex i st i ng Teachers ' Ret i rement Fund 
relative to a model retirement plan. 



MEMBERSHIP OF INFORMAL TASK FORCE 

W.R, Duke, Assistant Deputy Minister (Chairman) 
Al berta Education 

J .F. *Ber I ando. Coordinator, Teacher Welfare 
The Alberta Teachers' Association 

D.J. Corse, Executive Director 

Board of Administrators, Teachers' Retirement f-und 

J.E. Faries, Chairman 

Alberta Government Pension Boards 

M.D. Mills, Director 

Paterson Cook Limited 

K.A. Hussey, Executive Assistant (Executive Secretary) 
Alberta Education 
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I I . BACKGROUND ISSUES 



The task force was established to effect a collective approach to 
imoroving teachers' pensions ~ one which would address any outstanding 
issues raised through previous inquiries. In this section, the discussion 
Is focused uDon items that were either discussed at the board meetings of 
the Teachers' Retirement Fund or raised by The Alberta Teachers* 
Association. Inevitably, there is some correlation between the two sets of 
concerns; however, a full list from both parties has been included for the 
sake of completeness. 



ITEMS DISCUSSED BY THE TRF BOARD 

All of the following items have been discussed by the Beard as 
matters of concern during the past several years. 

1. Permitting retirement from substitute service in 
addition to retirement from contracts. 

2. Broadening the definition of "Spouse". 

3. Broadening the definition of ''Normal Pension" 
i.e. Single Life, No Guarantee, with a 75? 
spousal benefit. 

4. Eliminating the granting of cost-of-living 
adjustments, in the case of Joi nt Li fe ootions, 
after the death of the pensioner when the Joint 
Nominee is other than the soouse. 

5 . Grant i ng cost-of- living adjustments to deferred 
pensions from the date of the last contribution 
to the date pension is granted instead of from 
the date of retirement to the date the p3nsion is 
granted. 

6. Granting pensions from the f'rst of the month 
following application or the first of the month 
fol lowing el igibi I ity, whichever is later, i .e. 
granting no retroactive pensions. 
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7. Excusing a teacher who has 35 years of 

pens i onab I e ser v i ce before the beg i nn i rg of a 

school year from making any further 
contr i butions. 

S. Permitting a oensioner to work uo to 120 days 
instead of the present 80 days wi-^hout loss of 
pension. 

9. Reducing service required from ten to five years 
in order to qualify for a pension. 

10. Allowing no refunds after an accumulation of five 
years of pensionable service. 

11. Changing the cost of reoaying refunds to the 
actuarial value of the reinstated service rather 
than the refunded amount plus interest, 

12. '^D i s i ntegrat i ng" the Teacher s ' Ret i rement Fund 
and the Canada Pension Plan. 



Since 1970, the Alberta Teachers' Association has submitted 13 



pension briefs to Government requesting that consideration be given to 
certain improvements in teachers' pensions. The wosf recent submission, 
dated March 1983, contained the following recommendations: 

1. That a normal pension be calculated on the basis 
of the average annual salary for the three 
consecutive years of pensionable service during 
which the salary is the nighest (concern 
expressed for the fifth time). 

2. That the necessary legislative changes be made to 
allow a full formula pension regardless of age 
after 30 years of pensionable service (concern 
expressed for the first time). 

3. That cost-of-living adjustments be made to 
pens i ons on January 1 and July 1 of each year 
(concern expressed for the second time). 



ITEMS RAISED BY THE ATA 
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4. That the time limit of one year on the 
apolication for transfer of funds from the 
Superannuation Fund of Canada be lifted (concern 
expressed for the fourth time). 

5 . That te?ch i ng servi ce renderea before age 30 by 
teachers who retired prior to 1970 be recognized 
as pensionable service (concern expressed for the 
third time) . 

I n add iti on to the f i ve poi nts noted above, the Assoc i ati on has 

expressed a number of other concerns in eariier submissions. The 

following is not a complete list of requests contained in each brief 

because several of these were repeated on subsequent occasions. The number 

presented in brackets indicates the number of times the particular request 

was submitteo. The list also excludes those requests which have already 

resulted in changes. 

Submission of February, 3, 1982 

Indexing of teachers' pensions to be calculated 
on the average pension being paid in a particular 
year or on the pensioner's average oension, 
whichever is greater (2). 

Pensions for Albeita teachers to be calculated 
without regard to the provisions of the Canada 
tension Plan (1 ) . 

The figure of 2-1/3$ to be be used in the 
ca leu I ati on of pensions, thus providing the 
current normal pension after 30 years of service 
(1). 

Transferabi I ity between government-supported 
pension plans to be improved (3). 

Submission of March 3, 1980 

Pensions granted prior to age 65 to be calculated 
without regard to CPP and YMPE (3). 

Pens i ons to be i ncreased each year 
proportionately to the increase in the Canadian 
CPI (4). 
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Submission of December 7, 1973 

Surviving dependents other than a spouse to be 
given the opportunity to receive a pension (2). 

Submissio?i of October 21, 1975 

No actuarial reduction for early retirement after 
age 55. 

Straight percentage reduction for those who 
retire ear ty (2) • 

Reduced base for war service contributions for 
those with no pre-en t i stment teaching service in 
Alberta (3). 

Submission of February 7, 1972 

Funding (full funding or terminal funding) (2). 

Submission of December 7, 1970 

Government to bear the cost of TRF administration 
(2). 

While the above list includes all of the ATA's concerns the 

Provincial Executive Council has formally adopted the following ]tQrj'^ as 

their main concerns: 

service before age 30 to be recognized as 
pensionable for those teachers who retired before 
1970; 

normal pension to be calculated on the basis of 
the average annua I sa I ary for the three consec- 
utive years of pensionable service during which 
the salary is the highes^; 

the figure of 2-1/3 percent to be used in the 
ca leu I at Ion of pens ions to provi de the current 
normal pension after 30 years of service; 

pensions for Alberta teacners to be calculated 
without regard to the provisions of the Canada 
Pension PI an; 

pensions to be Increased each year proportion- 
ately to the increase in the Canadian consumer 
price index; 
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a minimum of five years of pensionable service to 
establish eligibility for a pension (without 
lock- in); 

maternity leave provisions (By-l.aw 12.4) to be 
..:ade ful ly retroactive; 

teachers to be allowed to contribute to the Fund 
for an aggregate of 35 years or until retirement, 
whichever occurs first; 

complete and ful ly retroactive transferabi I ity 
between the TRF and other A I berta government 
pension plans* 

In addition, the task force is aware that these and other 
concerns have been brought to the attention of the Minister of Education by 
individual teachers. The issues raised in these personal approaches have 
not always had the support of the ATA and, therefore, have not Deen 
included in the above list. 



ERIC 



BEST COPY AVAILABLE 



- 8 - 



Ilk COMPARISON WITH OTHER TEACHER PENSION PLANS IN CANADA 
BACKGROUND 

It has become accepted in mos*'" parts of the English-speaking 
world that the ideal way to provide for the financial requirements of 
retired teachers is by means of a special pension plan for teachers. In 
this regard, Canada is no exception. Quebec !s the only province without a 
special plan for teachers who, If employed since January 1, 1973, must join 
the Provincial Government and Public Employees Retirement Plan Teachers in 
the Yukon and the Northwest Territories participate in the federal Public 
Service Superannuation Plan (the PSSA). 

The first special plan for teachers was introduced in Quebec in 
1856 and was followed »t various dates by plans in all other provinces. On 
April 1 , 1939, Alberta introduced a special plan for teachers. It is 
Ironic that Quebec, the first province to provide a soecial plan for 
teachers, should also be the first province to disband their plan and to 
Incorporate teachers into the general public sector. In the various 
comparisons that are made between plans in later sections of this reoort, 
all referer es to Quebec are c Provincial Government and Public 

Employees Retirement Plan insteo^ the Teachers' Pension Plan which it 
replaced. 

In Canada, it is wijely recognized that there are four tiers to 

the retirement system, which can be described as follows: 

Tier 1 The flat rate federal Old Age Security (the 
OAS), appi I cable to all and funded out of 
general revenue. This includes the federal 
Guaranteed I ncome Suop I ement and the A I berta 
Assured Income Program. 
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Tier 2 The earnings-related Canada/Quebec Pension 
Plans, applicable to all employed persons and 
funded, at least to some extent, from joint 
emp loyer and emp loyee contributions. Both 
contr i but i ons and benef its are based on 
earnings up to a ceiling called the Year's 
Maximum Pensionable Earnings (the YMPE in 1984 
is $20,300). 

Tier 3 Private or Public Sector occupational pension 



plans provided by certain employers for the 
benef i t of the i r eligible emp I oyees . The 
terms and cond i tions of such p I ans vary 
greatly but it is a requirement for 
registration of these plans that at least part 
if not all of the funding is provided by the 
emp loyer. 



investments, ownership of property, retirement 
savings plans, or voluntary contributions to 
any tier 3 plan to which an individual may 
belong. 

During the last decade there has been widespread public debate on 



the deficiencies of the Tier 3 occupational pensions. The process began 
with the appointment of the Quebec Cofirentes + Comittee in 1975, gainea 
momen+um in 1983 with three federal government initiatives, and now it 
appears to be reaching a climax with the publication of the federal 
government budget papers and the Jberta proposals for "Improving the 
Effectiveness of the Private Pension Plan System in Alberta". 
Collectively, these various reports and initiatives might be called the 
"Great Pension Debate". 



In th is report, it wou I d be i mpossi b le to d i scuss all of "^he 



items that have been considered in the many reports, committees and 
national forums. However, the report pays particular attention to the most 
recent proposals from the federal government and the thrust of the changes 



Tier 4 



This catch-all tier encompasses all of the 
var ious i nd i v i dua I arrangements that a person 
may make to prov i de add 1 1 i ona I i ncorre i n 
retirement. It includes such items as 



proposed i n Al berta. 
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During tne "3reat Pension Debate", most of the attention, if not 
all of it, focused on •♦•he private sector. Nevertheless, there have been 
some Important changes made to the public sector plans, three of which are 
noteworthy: 

1. The Introduction of special contribution levels 
for Indexi ng benef its In B.C. and under the 
Federal Public Service Superannuation Act. 

2. The drastic change in Saskatchewan from a defined 
benefit plan to a monev purchase or a defined 
contribution plan. 

3. The legislation introduced In Alberta to increase 
contributions to the Public Service Pension Plan 
and The Local Authorities Pension Plan. 



(NOT£: The Alberta Government has also just 
Introduced Bill 57 to completely restate the 
Public Service Pension Plan and to Incorporate 
many changes of an administrative nature.) 

The various teachers' plans are considered part of Tier 3 and a I I 
plans except for Newfoundland are integrated with the Canada or Quebec 
Pension Plan C+he CPP or the QPP), in which both the benefits and the 
contributions of the Tier 2 and 3 plans are combined. However, this 
commonality of approach obscures tne wide ranging differences between plans 
In that the methods of integration are an approximation to, rather than an 
exact offsetting formula. In general, it can be concluded that all 
teachers' plariS reccgnize the importance of the Tier 2 benefit as well as 
Tier 3 in achieving the adequacy of benefits. 

With the exception of Saskatchewan, which recently established a 
money-accumulation plan, all teachers' plans provide benefits that are 
based on teacher service and earnings in the last few year^: De'O'-e 
retirement. The general standard appears to be that a pension, including 
the OAS and the CPP, of 10% of final average salary Is "adequate". 
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TABLE 1 * COMPARISON OF LEGISLATION 



■c 



ALTA 



SASK 
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PiAM 



SASK 
AMNUtTY 
PLAN 



ONT 



QUE 
TEACHERS' 
PLAN 



UUE 
GOVT AND 
PUBUCEE'S 

PLAN 



NS 



PCf 



NfLD 



CANADA 
PSSA 



TM««fAct 



Pension TheTMChers' TheTeach«rt' TheTudchers' TheTedchers' 

(Tfl«cb«ft) Act Relir««n«ni Fund Superannuation Superannuation Pensions Act 
Act Act Act 



M 

I 



Name af My 
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January 1. 1961 March 1. 1971 July 1. 1970 



Julyl. 19B0 



Juiyl. 1963 



Pension The Pension By 

(Teachers) Act Uw.1972 
Regulaiiona 



of Teachers' 
Pertsions erMl 
Teachers' 
PensKMW 
Boerd 



2 eppomled t>y 

Order >n 

Council. 

1 eppointed by 

BCTF 



Al plee&ure 
of eppomting 
Authorities 



Reguletion 1 Reguietion 1 ManilotMi 

under The under The Reguletion 

Teachers' Teachers' T20 R4 

Superermuation Superennuetion 

Act Act 



The Teachers' 

Superannurftiun 

Act 



December 16. 1963 



Teachers 

Superannuation 

Act 

Reguletions 



All Act 

Respecting the 
TerichPrs' 
Pension Pieii 



July 1. 1965 



Teachers' 
I'ension Plan 
Regulations 



An Act 

RespiM:ting the 
Government and 
Public Employees 
Retirement Plen 



Teachers Pension The Teachers' 
Act Pension Act 



The Teachers The Educa*ion 
Superennuetion (Teachers 
Act Pensions) Act 



Public Service 

Superannuation 

Act 



July 1. 1973 September 1. 1966 August 1. 1949 July 1. 1975 



IMarch 20. 1962 January 1 1964 



Government and Regulation 70- 109 Regulations Teachers' 

Public Employees under The Superannuation 

Retirement Plen Teachers' Act 

Regulations Pension Act Regulations 



Commissioner Board of 



Administrators 
of TheAlberu 
Teachers' 
Retirement 
Fund Ad 



The Teachers' The Teachers' The Teachers' 
Superannuation Superannuation Retirement 
Commission Commission AtlowarKes 
Fund Board 



Teachers' 

Superannuation 

Commission 



Pension 
Commission 



Pension Lieutenant Nova Scotia 

Commission Governor and Teachers' 

Executive Mmiiler of Pension 

Committee FinarKe Commission 



3 appointed by 

Lieutenant 

Governor. 

3rHHiiinatedby 

ATAEnecutiVf}. 

ttten appointed 

by Lieuttnarit- 

GOVWIMK 



3 each rwmmated 
by Minister and 

STF 

Chairman 
selected 
by these 6 
Ail eppomled 
by Lieutenant ' 
Governor 



3 each nominated 
by Minister and 

STF 

Chairman 
selected 
by these 6 
All af^minled 
by Lieutenant 
Governor 



4 yeark 



& years 



& years 



2 appointed by 
Lieutenant 
Governor, 
2 trustees 
nominated 
by MAST. 
2 teachers 
nominatad 
byMTS. 
than appointed 
by Lieutenant- 
Governor 



2 years 



10 



b appointed by 
Minister. 
Selected by 
teacher 
organiiations 



Appointed by 
Government 



Pensiun 

Commission 12 
Executive 
Committee 30 



Pension 

Cummis'jion 

appointed by 

Government 

Executive 

Committee 

Ijreprpsenting 

union. 15 

appointed by 

Government 



N/A 



3 appoints J 
by Governor 
incoufKil. 
2 teachers 
elected by 
NSTU 



3ye<iis 



Upto lOyears Pension 

Cun'inissiun 

-3years 

(Chairman 

b years) 

Executive 

Con.niittee 

-2 years 



3 years 
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The Teaclwrs' Minister of 
Superannuation Education 
Commission 



N/A 



3 employees of 

Dept of 

Education 

appointed by 

Minister of 

Ed'jc^lion. 

one oi these 

to be chairman. 

3 teachers 

app-jinlerl 

byPElTF 

'i employee of 

Oe: t of Finance 

appointed by 

Minister of 

Finance 



Determined by NA 

FElTFfor 

teachers 



Publir Service 

Superannuation 

flegulatiofts 



-President ol 
Treasury Board 
-SuperanrHiaiion 
Division of 
DepI of Supply 
arMlServicee 
-Advisory 



on PSSA 



6 representative^ 
of Public Service 
Unions 

6representetives 

ofempioyar 
all appoinfed 
by Joint CoufKii 
of the Public 
Service of Canada 



3years 



18 



- n - 



Adequacy is a complex topic because it varies widely according to 

the circumstances of the individual and in particular, his level of 

pre-retirement income. For a person at the low end of the salary range 

below the national average wage, adequacy, in the sense of being able to 

maintain the full pre-retirement lifestyle, may reauire 100? of the net 

pre-retirement income in retirement. On the other hand, a person at the 

other extreme, who has a large part of his pre-retirement income availaoie 

for savings or other discretionary spending, may perceive adequacy as being 

met by some amount less than 70t. 

In this report, the task force does not attempt 
to rationalize adequacy of pensions, but accepts 
a target of a gross pension in retirement, 
including the OAS and the CPP, of 70* of gross 
pre-retirement income is likely to Drove 
adequate. 

(NOTE: Interested readers mav wish to refer to 
"Pension Plans and Retirement Income: Where 
Teachers Stand" published by the Canadian 
Teachers' Federation in 1980.) 

However, this basically uniform approach hides a numoer of 
differences, oarticularly if hhe value of the benefits offered by the 
various plans are comoared. The main features of the various plans are 
hignlighted below and the discussion that accompanies the tables used *o 
comoare the plans focuses on the differences rather than the common 
features. 

LEGISLATION AND ADMINISTRATION 

All teachers' pension plans are established by a provincial or 
federal statute and are governed by regulations issued under tne 
legislation isee Table 1). 
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Of all the Provinces, only Manitoba and Ontario subject the 
teachers' plan to the provisions of the Pension Benefits Act, with Manitoba 
exemoting the plan from the orovtsions relatej to funding. All o"*"he'' 
provinces either have no Pension Benefits Act or specifically exemp-*- the 
teachers' plan. 

The administration of the plans is entrusted to a board, commit- 
tee or commission in seven of the provinces. Each of these administrative 
bodies includes, by legislation, teacher representatives except as follows: 

1. The Quebec , public sector plan is administered by 
the 12*person Pension Commission and a 30-person 
Execut I ve Cofmn i ttee . The Execut i ve Comm i ttee 
i nc I udes 15 wh i ch are des i gnated by representa- 
tives of union employees and 15 appointed by the 
Government, The IZ-person Pension Commission is 
appointed by government although various employee 
groups, not specifically including teachers, may 
propose names for appointment. 

2. The New Brunswick plan is administered by the 
Minister of Finance. 

3. The Newfoundl and plan is administered by the 
Minister of Education. 

4. The Publ ic Service Superannuation Aci' has a 
comp I ex adm i n i strat i on structure w i th spec i f i c 
responsibilities as shown: 

a) President of the Treasury Board - Overall 
responsi bi I i ty; 

b) Department of Supply 4 Services - Detailed 
administration of payments and contributions; 

c) Minister of Finance - Financial management of 
superannuation account; 

d) Department of I nsu ranee - Per iod i c actuar ' a I 
val uations; and 

e) Advisory Committee - Advise the President of 
the Treasury Board on matters arising in 
connection with the administration of the Act. 
The Advisory Committee consists of 12 members 
six of whom are representatives of the public 
service un ions and the other six of the 
emp I oyer . 
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TABLE 2 - COMPARISON OF FUNDING METHOD 



■c 



ALTA 



SASK 
KMMULA 
PLAN 



SASK 
ANNUTY 
flAN 



3NT 



QUE 
TEACHERS' 
?LAM 



QUE 
GOV'T AND 
PUtLICEE-S 

HAM 



NS 



PEI 



NFLO 



CAMAOA 
PSSA 



> Teachers' Tejchers 
Penttons Fund Retirement 
>lnltMion Fund 
Adiutament 
Account 



Teachers' -AuiuiivFutid Teachers 

SuperaniHiatton -Supplumentary Retirement 



Commissioner 
of Teacheit' 
Pension* 



Board of 
Admimstraiors 



up to 3 trustees Board of 
<o? the Teachers' Admtmstraiors 
PoTMions Funds 
•ppointedbv 
Lieutenant- 
Governor 



Fund 



Mmiste* of 
FinarKe 



Minister of 
Fiftance 



Terfi,hers' 
Superannuation 



Allowances Fund Allowances Fund Fund 

-Pension - Superannuation 

AdfustmerM Adjustn>ent Fund 
Account 



Minister of 
FinarKe 



Minister of 
Finance 



OMBftnieermete 



QovenwneiN 
Gueranlee 



ProvMionfor 



21 



o - 
ERIC 



rcquira prior maccordarce 

written approval wtthCartadian 

otfMinist^of andBriush 

Finance biaurenca 



in accordance m accordance 

wi*h Canadian with Canadian 

and British and British 

insurance Insurance 

Companies Art. CompametAcl. Companies Ar<. 

LoanCompamat TraaauryOept TraasuryOepr 



None 



At4 



None 



Act an-* Crown 
Corpo..<uonc 



ActandCrown 
Corporations 



Fund must be 
maintained at a 
level equal to at 
leaat teacher 

contril>u'"'.iswith 
interest at 4% to 
June 30, 1976. 
0%to 

June 30. 1900 
7%theraafier 



None 



Yes 



Quinqutnmei QuinqL>enniai 



Triennial 



Not neces^arv 
sifKe Money 
Purchase Plan 



Triennial 



NA 



Teachers' 
Retirement 
Allowances 
Fund Board 



Teachers' 
Retirement 
Allowances 
Fund Board 



ccordance 

ithe 
initotia 
Ynsion 
Benefits Act 
and the Trustee 
Act 



1%greaterthan Weighted average N A 
ra*" assumed yield of long 
by actuaiy tn lerm securities 
latest issued by the 

valuation Province *n 

preceding year 



ProvifKiai 
Treasurer 



Provincial 
Treasurer 



«n Ontario 

Government 

delientures 



NO FUND 
PiovifKial 
Revenue Fur>d 
takes contri 
tMitions ar>d 
pays uaoefits 



NA 



Triennial 



Ye^. L>xcepl for 
A(1|ustment Fund 



TrieiirMai 



Yes. Cost IS 
shared by 
viTtoloyee and 
employer 



Governnnent and Teachrrs' 
Put>lic Employees PensionFund 
Fund 



Quebec Oepo&tt Minister of 
and Investment Finance 
Fund 



Quebec Deposit 
and Investment 
Fund 



tn accorftance 
with Investment 
Committee 
decision on 
proportion 
invested in each 
segregated 
portfolio of the 
Quebec Deposit 
*r>d Investment 
Fund 



Dtreciorof Debt 
Management 
Department of 
Finance 



in accordance 
with the 
Trustees Act. 
PrOvifKial Loans 
Act. and the 
Ciectric Power 
Act 



Nova Scotia 
Teachers' 
Pension Fund 



Mini&ierof 
Finance 



Minister of 
Firtanc* 



in accordaiKe 
with the 
Trur.if 4 Act 



Teachers Province of -f\ibliL Service 

Superannuation Newfoundland Superannuation 
Fund Pooled Pension 



Minister of 
Finance 



Minister of 
FinarKe 



in accordance 
with 'he 
Trustee Act 



Fund 



Minister of 
Finance 



Minister of 
Finance 



in accordance 
with the 

Pension Benefits 
Standards Act 
{Canada) 



* Supplementary 
Retirement 
Benefits Account 



Minister of 
Firtance 



NA 



None 



None 



-PSSA 20 year 
Government ol 
Canada Bonds 
-SRBA 5 year 
Government ol 
Canada Bonds 



Yes. 7 12 of 
cost for service 
to July 1 82. 

V^OfLUSl 

thareafter 



Triennial 



No Requirements Quinquennial Quinquennial — 



Quinquennial 
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„ ,M c -t^e aO»,lnlstr,t,ve body «as « 

,.™,nl3t^ th, ^=t but h,s no =.thoriry to ,™n. or cb.nge the Act or its 
...„„tions. S.=. oo.er, »re th. .reroo=tWe of .e»=nt oovern»e,t. 



FUNDING 

Except for the PSSA, .11 of the teachers' pl ve established 

,„r„,n9 under t lous plans. Under the PSSS t = t-o separate 

accounts .h.ch for» part of the Consolidated Revenue Account. One account 
consists of «»Ployee and matching ..Plover contributions plus any further 
e„p,oyer contributions to .eet actuarial deficits and inyest^ent income. 
The other account consists of employee and employer contributions of 
each, which are used to bay for indexing. 

None of the funds, -see Table 2), provide specifically for full 
actuarial funding as provided under the provincial Pension Benefits Act. 

,M go ts, except S,s.atche.an .hie ™ney-accu«u,ation plan, 

guarantee specifically any deficits by ™King provisions to pay benefits 

Of the provincial consolidated revenue funds in t t tha* the 

trust fund cannot meet Its obligations. 

„, teac pension funds receive at least the contributions 

.epuired fr^ teac Three funds, B.C., Manitoba and Ontario, receive 

othe^ unspecified contributions fro. the province, -hile five funds, 

S,sK,tche.an, Ne. B iC Nova Scotia, P.E.I., and Ne.foundl,nd, rece.ve 

matching «.,loyer contributions unl 9ulations specify a different rate 

of emoloyer contributions. 
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A new concept relating to a soecial additional fund fo*" indexing 
has been adopted by B.C., Saskatchewan, Manitoba, and Ontario. The 
foi^mulae for contributing to these funds are quite varied and are described 
as fol Iowj: 

1 . The 3.C. Inflation Adjustment Account ; 

I) Employee and government contributions of 1? each; 

ii) Net interest on the account; and 

iii) Interest in excess of that anticipated in the 
most recent actuar i a I report on the port i on of 
the basic fund which is held in resoect of 
pensions in payment. 

2. The Saskatchewan Supplementary Allowance Fund ; 

i) 7,65? of teachers' earnings less 6* contribution 
to the basic plan and the CPP contribution; 

15) Matching government contribution; 

lii) Matching government contribution where a teacher 
leaves a refund of his own contribution, or dies 
I eavi ng dependent^ an*: a refund of the late 
teacher's contributions are paid; and 

iv) In the case of a transfer under a reciprocal 
agreement where the amount to be transferred does 
not require £M_ of the government's matching con- 
tributions, then the surplus is paid to this 
fund. 

3. The Manitoba Pension Adjustment Account : 

16.1? of gross teacher contributions effective 
September 1, 1980. The percentage is to increase by 
0.1 !o every five years until it reaches 17?. 

4. The Ontario Superannuation Adjustment rund : 

]% each from teachers and government plus investment 
income. 

An interesting feature of these four special funds is that each 
effectively limit the rate of future indexing increases to the lesser 
of the rate of increase in the Consumer Price Index (the CP!) or the amount 
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that can be afforded from the fund. Ontario, on the other hand, liml-^-s 
indexing to 8? in any one year. 

Responsibility for Investment 

In general, responsibility for inves'^'ments is held by the sane 

body that is responsible for the administration of the Art-, except for 

il.O* where three trustees are appointed by the L ieutenant-Govenor- i n- 

Council to invest the fund. The Investment of funds is restricted to those 

investments permitted by either the provincial Pension Benefits Act, The 

Trustees Act, or the Canadian and British Insurance Companies Act. The 

most notable exceptions are: 

1 . BX^ 

Any investment requires prior written approval of the 
Minister of Finance and is restricted to: 

a) Debentures, or other securities of, or those 
guaranteed by, the federal or a provincial 
government, or 

b) Capital stock of any corporation. 

2. Saskatchewan 

Investments Include those permitted by the Treasury 
Department and Crown Corporation Acts in addition to 
those a I lowed by the Canadian and British ! nsu ranee 
Companies Act. 

3. Ontar io 

I n vestments restr I cted to Ontar i o Government 
Debentures • 

4. Quebec 

An investment committee determines the general 
standards by which the Quebec Deposit and Investment 
Fund may invest each of its segregate- J portfolio of 
funds. 

5. New Brunswi ^' 

Investments include those issued pursuant to the 
Provi nci a I Loans Act and the E I ectr ic Power Act i n 
addition to those authorized under the Trustees Act. 
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TABLES (ContinuMl) 



■c. 



ALTA. 



SASK 
rOMMULA 
HAH 



SASK 
ANNUTy 
nAN 



ONT 



QUE 

QUE GOVT AND 

TCACHERS' nj^UCCE'S 
PLAN PLAN 



NS 



NS 



NFLO 



CANADA 
f SS A 



Non* 



200d«Yt NoM 



None 



3% 



None 



depending 
onservtce 



None 



4% 



3% 



lOyMn 



lOyMrt 



NoAilOMence 



UiwblttovJich e)Un«U«io teach Unable to teach 



N/A. 



SameatPenwon SameaePenaion 2%xHigh&x 

but with sftfvioe wtthaervtceto eaiviceto 

prci«oiadto daiaoldiMbikiv diaabiMvleea 

•0«66 CWbmfHa 

r*(kJclion.il 

b)\^reduolionil 
totatty rtieaWefl 

Depend! on Fomt OepandtonRym 60%ioSpo*jie N A 
Choaen Choien 10% loeacD child 

to2S%me« 



No ailovfance 
unless LrOnoi 
availeble 



N/A 



LTD nan 



Nobenetita Continuous Nobenefiu 

tftiOaonLTD. accrualif whileonLTD 

Continued coninbutjona Continued 

•ocrual arepaid eocrual 



N/A 



NA 



Continued 
Accrual 



10 years 



atTutally disabled 
blUnaWe to Teach 



al&btsameas 

Pension but 
b)wiih2w% 
reduction per year 
before 65 
max reduction 
36% 



&0% 



Continued accrual 
it contributions 
are nude 



None 



No Allowance 6 years 



10 years 
and less 
than 60 



10 years 



10 years 



5 years 
and less 
then 60 



Totally disabled N/A 



Same as Pension N/A 



Totally disaMed atUneble to teach Unable to teach 
MTotaHy disabled 



Unableto teach Totally di rbled 



Same as Pension e> lib) Same ae SameasPartsion Samtas Pension Unreduced im 
Pension but mediate pension 

b) reduced by 17% orcaahlunrHi 
M irMmum $2400 sum 1 months 

par annum salary per year 

of service 



SO'.* 



No Benefits 
While on LTD 
Continued 
acciual 
for^yaara 



N/A 



Continued 
accrual for 
2 years 



No provision 



S0% 



No Provision 



S0% to Spouse &S% 
and up to 40% 

forciiildren 



No Provision 



No Provision 



Continued accrual 
for 2 years if 
contribuiiona 
made Offset 
aoainatLTD 



i 

I 



Lets than 
lOyaare 



Contributions 
with Interest 



VaMhiffor 



lOyaars 



Less than 
10 years 



Contributions 
plus 

$100 per year 
Mm. $200 
Max $1600 

10 years 



Less than 
•yaars 



Conti.outions 
with Interest 



8 years 



ContritHitions 
with Inttrest 



0 years 



Contributions 
with Interest 



Less than 
lOyaars 



ContritHitions 
with Interest 



None 



None 



Less than 
6 years 



Lass than 
10 years 



Lessth. . 
lOyaars 



Less than 
lOyaars 



Less than 
6 years 



10 years 



Fonmilalor 



Same as Pension Sameas Early 60% of accrued Money Purchase No Allowance bO%olaccn*ed 
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but with service 
toaoa66and 
subiactto 
actuarial 
reduction for 
loint life and 
last survivor, to 
spouse or other 
approved 



Retirement 
pension with 
service to 
data of death and 
the election of a 
100% lOint life 
aiMl last survivor 
pension to apousa 



pension to lagal 
spouse plus 10% 
for aach of first 
two dependent 
children plus 6% 
forathird 

child 



benefit that can 
be purchased with 
full credit to 
lags! spouse, plus 
10% par child to 
a max of 26% from 
tfie supplementa ry 
allowance fund 



pen&ionio 
spouse 



Contributions Contributions 
without Interest with Interest 



Must qualify for Oyaars 
spacial retirement 

50% of accrued 60% of accrued 



Contributions Contributions ContritHitions Contributions Contributions 
with Interest .^ith Interest with Interest with Interest with interest 



6 years 



10 years 



10 years 



lOyeers 



6yeers 



50% of accrued 
pension or 



60% of accrued 
pensHinto pension to ^jouse pensionto 

spouse spouse provided disability 

plus 1 0% per ma r r ltd one 

child to 40% yearbefora 



death 



60%ofaccruad 
pensionto 
spouse plus 10% 
allowance which perdapendent 
everisoraater childto40% 
to spouse, plus 
10% for each 
dependent child 
toamax.of4 



6& Kcrued 60% of accrued 
pensionto pension without 

spouse, or reduction for 

orpfianed children CQPP to spouse, 
if no spouse plus I0%for 

each dependent 
childwnha 
max of40% 
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TABLE 3- COMPARISON OF BENEFITS 







ALTA. 


SASK 
roHMULA 
HMi 


SASK 
AMNUtTY 
HMi 


MAN 


ONT 


QUE 
TEACHERS' 
PLAN 


QUE 
GOVT AND 
PUMJCEE'S 

PLAN 


NB 


NS 




MfU> 


CANADA 
PS8A 




Under ag* 66 


No age 
rattfiction 


Firstlaughi 
before 1 7 60 


Firki Uuglii 
after 1 7 00 


Under age 55 


No age 

restriction 


First taught 
before 1 7 73 


First taught 
after 1 7 73 


Under sge60 


Nosge 

restriction 


No age 

restriction 


Over ege 18 


Over age 18 


1 




♦ 1%IOind«ung 


S0%/X6% 


7fi6%/686V 
7 66% 


7 66% leuCPP 


7 3V5 7% 


6 9V5 1V69% 
1 1% Indexing 


8 43%/6 63V 
843% 


7 1% of salary 
over35%olYIMPE 


7 5%/5 6% 


6 5%/49% 


7 5%leaaCPP 


3% Single. 
4% Married 


6 5V4 7% 
• 1%tolruleKing 


1 


CtMrtMM 


Nobmil 


Aga66or 
3Syaars 


NoLtmil 


No Limit 


Age 65 if 15 
yeerS coniiruious 
in last 20 
oif)efwiseage70 


No Limit 


35 years 


No Limit 


No Limit 


Age 70 


35yeers 


30y«ers 


5yeerslHitno 
limit to indexMig 
1% 








NolAHowwi 


Not Allowed 


Not Allowed 


Up to 9% of 
Earnmgs 


Allowed 


Not in general 


Notingenerel 


NotAIIO¥ved 


Not Allowed 


Allowed after 36 
years of regular 


To Pay for 
Daperidenia 


Not Allowed 






92%/7 7% 


50%ofPaniion 


7 66%/S8S% 


7 66%leMCPP 


50% of Pensions 


Matches previous 
years EE 
contritMitions 


50% of Pensions 


50%ofCoflt 


7 5%/5 6% 


6 5%/4 9% 


Funds School 
Board 


3% Single. 
4% Married 


6 5 V4 7% plus 


! 




60«vtth10yMri 


66«Mth10yaart 


66 with 10 years 


66 with 1 year 


60 with 10 years 


66 with 10 years 


Males 66 or 62 
with 10 years 
Females 60 or 68 
with 10 years 


66 


65 with 5 years 


60 with 10 years 


60wrth 10 years 


60 with lOyeerS 


60wilh5years 




SmcM 


56with36yMrt 


SSwtihAgaplut 
Sarvica - 16 


36 yean, or 60 
wilh20y«ara 


30 years, or 60 
with 20 years 


— 


Age plus Service 
90 


55 with 32 years, 
or after 36 years 


60and Age plus 
Service - 90 


Age plus Service 
- 90.or^vears 


Age plus Service 
- 90. or 36 years 


None 


55wttti30 


56 with 30 years 




llMlMIMIIt 


56 with lOyMrt 


66wfih10yaara 


30yeara 


As above 


55wilh lOyaarS 


55wifh lOyears 


55«m)50ff)wtth 
22 years 


Age plus Service 
-90 


60 with 5 years 


66 with 20 years 


65 with 30 years 


Notallowad 


60wilh5vMra 








2%/1 4%H«h5 


3% High 6 


Money Purchase 


2%/1 4% High 5 


2V1 3%High5 


2%/1 3%High5 


2%/1 3%High5 


2%/1 3%High5 


2%/1 3%High5 


2%/1 3%Htgh5 


UlOtlAx Service 
45 


THkf" 3% High 6 












N/A 






36 years 


35 years 


36 years 




35v^aft 










36vMrt 


36yaart 


36yeara 




NoMaiimuin 


36yesrs 






36years 




30yMrs 


36 yeers 








Nona 


Mm 69&yaar 
of service 
Max None 


None 


None 


None 


M<n $1044 
lessQPP 
Max None 


None 


Mm $B6/yaar 
service 
Max None 


Mm lUO'vear 
of aervica 
Max None 


Mm Sio/year 
aervice 


Mm $2200 
Mex VI X nigh 9 


None 






FuiiCPlif 
fundi available 


Ad Hoc 


80%ofCFI 


Ad Hoc 


Full C PI if 
funds available 


CPlto8%wilh 

excess 

forwarding 


3% Excess 
Interest 


3% Excess 
Interest 


CPIto6% 


CPIto6% 


CPIto8% 


Ad Hoc 


CPI 






lOyaara 


^Oyaart 


10 year a 


lyear 


10 years 


10 years 


10 years 


2 years 


5 years 


10 years 


10 years 


lOyeers 


5yeers 


1 
1 


iQcklni-lii 


Nona 


66wilh10yaart 


lOyaartMfvica 


45 with 10y9ars 


45with10yaars 


45with10years 


10 years 


45with10years 


Nor>e 


None 


10 years 
unlets refund 
claimed within 
SIX months 


None 


45 with 10 years 


i 




55 with 3S. or 
60wiih10yaart 


65 and Age plus 
Sarvica 16 


65. or60wiin 
20. or35yaart 


Age 60 with 20 
years coniribu 
lory service, 
after 30 yeers 
service 


60 


66 


65 nidles. 
60 females 


65 


65 


60. or 35 years 


60 


60 


60 

29 




4afts 


Yas. 

appfoximalaly 

ihatamatncfMsa 

••panaiona 


Yet, the tame 

incraaiaiat 

panuonaft 


None 


Nona 


Yes. sanier^te 
as pensions 


Yes. same rata 
as pensiortt 


None 


None 


Yes. same as 
pensions 


Nona 


None 


None 


Yes. same as 
pensions 
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Provincial Guarantee of Interest Rate 

I n add it ion to 3 guarantee to pay the Denef i ts, three prov t nces 
Drcvide a soecific guarantee relating to the rate of return on the fund. 
Of these three, the most interesting is Manitoba's approach which 
guarantees 1he actuarial assumption for interest plus If, and which 
guarantees fund deficits, excluding guarantees of the other actuarial 
assumptions. 

Guarantee of Deficit and Actuarial Valuations 

All teachers' plans, with the exception of Saskatchewan's plan 
which by definition cannot have deficits, have government guarantees in the 
event of deficits. However, these deficit guarantees do not include the 
special funds for indexing of pensions. 

In most cases, the various Acts require rer *ar actuarial 
valuations, five of which, 3.C., Alberta, Nova Scotia and P.E.I., and the 
PSSA, require quinquennial actuarial valuations. The rest, exceot for New 
Brunswick which has no specific requirement for actuarial valuation, 
require triennial valuations. 

PLAN DESIGN 

The more important features of the var ious teachers ' p I ans are 
summarized in Table 3 which condenses the provisions of 13 very complex 
plans. In the following paragraohs, the discussion highlights the features 
with the most variation or those where Alberta is the exception. 
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Eligtbint y 

The basic requirement for eligibility in all plans is "^hat 
potential members be teachers, that is, a person holding a valid teaching 
certificate in that province. However, all plans to some extent include 
other professionals, such as employees of the administering body, the 
provincial professional teachers' association or the school board. These 
other eligible professional categories were not considered material to this 
review and have been i gnored. Both B.C. and Man i tcba requl'^e that a 
teacher be under age 55 at entry. One province, New Brunswick requires 
that the teacher be under age 60, and Newfoundland and the PSSA require 
that they be over 18. 

Contributions 

With the exception of Newfoundland, all plans integrate teachers' 
contributions with those made to the CPP. Five plans achieve exact 
integration so that the total contribution rate to the plan and the CPP Is 
the highest percentage shown. For example, 7 .65?/5.85?/7 .65? for the 
Saskatchewan Formula plan means 7.65? on earnings uo to the basic 
exemption ($2,000 in 1984)^, 5.85? on earnings from the basic exemption to 
the YMPE ($20,800 In 1984), and 7.65? on earnings above the YMP£. The 
other provinces including Alberta achieve approximate Integration by using 
a lower percentage up to the YI^E and a higher percentage above the YMPE 
(for examole. Alberta uses 3.5? on earnings up to the YMPE and 5? for 
earnings above the YMPE). Quebec, on the other hand, has its own unique 
approdCM to integration which is similar to the systems used in the other 
provinces that approximate. 
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An interesting feature of teachers' contributions is that 
Alberta's contribution rate is the second lowest, with Newfoundland having 
the lowest rate. Three plans, including B.C., Ontario and the ^SS^, 
require an additional H of payroll to nelp pay for the cost of indexing. 
These plans grant indexing only to the extent that it can be af forced by 
the fund created from these contributions which is a significant asoect of 
the cost sharing. 

Five of the 11 plans require a contribution rate of 7-1 /2/K or 
more, including the additional 1j for Indexing, which is a full 50% more 
than is required in Alberta. In addition, Alberta Is one of the six plans 
that limits contributions to 35 years of service, or. In the case of 
Newfoundland, 30 years. 



Retirement Ages 

The normal retirement age Is 65 In five provinces inc'uding 
Alberta. At age 65, a minimum of between one year of pensionable service 
(Saskatchewan) and 10 years of service (Alberta and Ontario) are required 
for normal retirement. The remaining provinces, however, set the normal 
retirement age at 60 and require 10 years of service, (the PSSA sets the 
age at 60 with five years' of service). Special retirement, which Is 
defined as the age at which retirement is permitted with a fuM accrued 
pension being paid, is allowed under all plans except for Manitoba and 
P.E.I. However, the rules vary quite considerably with the earliest age 
that is allowed being 55 with a service requirement of: 

- Alberta Age plus service = 85 

- Newfoundland & PSSA 30 years 

- B.C. 35 years 
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Three provinces allov<' retirement regardless of age either after 
35 years or when age plus service reaches a minimum as follows: 

- Ontario: Age plus service = 90 

- Nova Scotia 4 New Brunsw'ck: Age plus service 90, or 

35 years 

Finally, Quebec and Saskatchewan permit special retirement from 
age 60 only. Quebec requires that age plus service equals 90 and 
Saskatchewan requires 20 years of service- 

Pens ion Formu I ae 

In considering the various pension formulae, the most remarkaole 
fact is that, with the exception of Saskatchewan which now has a money 
purchase plan and Newfoundland which has a stacked formula, all other plans 
have adopted an integrated 2% formu I 3ed on the final fivv,-year average 
of earnings, except the PSSA which uses a six-year average. 

Form of Pension 

While there is great similarity in the pension formulae, apart 
from minor variations because of the approximate nature of integration with 
the CPP, there are significant differences in the real value of benefits. 
All plans continue to pay benefits until the death of the pensioner, but 
not all provide continuing pensions to surviving spouses. 

Four provinces including Alberta provide no automatic benefits to 
surviving spouses although all will allow the retiring teacher to take a 
reduced pension In order to provide a continuing pension to a spouse or any 
other co-pensioner. Of the other provinces, six provide a 50% pension to 
the surviving spouse, while Newfoundland alone provides a pension of 55^. 



ERLC 



33 



• 20 - 



Indexing 



One of the more significant variables affecting the value of the 



pension is indexing. Because the formulae for the initial level of pension 
are similar, it is the other factors such as indexing that produce the 
significant variations in value. 



As highlighted in Table 3, there is considerable variation in the 



aporoaches being used and these are described as follows: 



1. B.C. 

In this plan, full CPI Increases, based on the year 
ending September 30, will be granted on January 1 the 
next year provided that the Inflation Adjustment 
Account (lAA) has sufficient funds to pay for the 
capitalized cost of the increase. If the lAA has 
Insufficient funds, then such reduced Indexing as can 
be afforded will be paid. 

2. Alberta 

In this plan all indexing is on an ad hoc basis as may 
be prov i ded by Order- i n-Cou nc i I . However , over the 
last 10 years it has averaged out to approximately 15% 
of the average rate of increase in the CPI. 

3. Saskatchewan 

The new annuity plan is not sufficiently mature yet to 
have resolved this issue. However, it is clear that 
whatever method is useci, it will bo one tha+ is within 
the means of the Supplementary Allowances Fund. 

4. Man i toba 

The system is designed to pay the full rate of 
increase in the CPI provided that the Pension 
Adjustment Account (PAA) Is able +o afford one-half of 
the increase. Otherwise, the increase will be twice 
the amount that the PAA can afford. It is expected 
that this will average between 5% and 6% over the long 
run. 
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5. Ontario 

The increase is the full Increase in the CPI to a 
maximum of in one year. If the CPI increases more 
than 6%, the excess will be carried forward and oaid 
to the pensioners in a year when the CPI increases by 
less than B%. 

6. Quebec 

In this plan, there Is a double formula depending on 
when the pensionable service occurred. For that part 
of the pension in respect of the pensioner's service 
prior to July 1 , 1982, indexing will be at the same 
rate as the QPP - basically the full CPI. For that 
part of the pension in respect of service after July 
1 , 1982, it will be the excess over 5% of the 
increases in the CPI . 

7. New Brunswick A Nova Scotia 

Increases in the CPI to a maximum of 6j in the year. 
However , New Br unsw i ck had an add i t i ona I ad hoc 
Increase on January 1 , 1983 to bring increases up to 
roughly 80j of the CPI increases since January 1, 
1972. 

8. Prince Edward Island 

Increases are granted on July 1 each year to the full 
increase in the CPI to a maximum of 8!f in the year. 

9. Newfoundland 

Ad hoc increases as ordered by the Minister. 

10. Public Service Superannuation Act 

The only olan to provide indexing up to the full CPI 
without I imit. 

There are, therefore, three fundamental approaches to indexing 

apparent from the examination of the 11 plans. These can be classified as 



f o I i ows : 



Indexing as a right. 



2) 



Indexing that can be afforded, or 



3) 



Indexing by Order^in-Counci I . 
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The Indexing by Order-In-Counci I approach provides a lesser 
degree of security for the Individual plan member In that he n.ay not 
receive an Indexed pension. In the past, however, this assumption has not 
held true because Alberta, which falls under the third category, has had 
Indexing that has been more generous than those ?n the first category. It 
remains to be seen as to whether or not the special Indexing fund approach 
will work well In the future. On the one hand. It Is a method for 
containing costs but, on the other hand, will It meet future indexing 
expectations? 

Termination Benefits 

The primary emphasis for ^ mlnatlon benefits Is the deferred 
pension. However, the majority of the plans, seven Including Alberta, 
require 10 years of service for vesting purposes. In terms of the other 
plans. New Brunswick and the PSSA require five years for vesting, the 
Quebec plan requires two years, and the Saskatchewan plan requires one year 
of service. 

Even where a deferred pension has been granted, four provinces 
allow the member to opt out of the deferred pension and to take a cash 
refund. The other plans provide a locklng-in provision at some point in 
time which. In the case of Alberta, is only when age 55 has been reached 
with 10 years of service. 

Even when a deferred pension Is granted, there are some 
fundamental differences In the value of that deferred pension. The normal 
form of pension that Is payable Is a factor in determining the value of the 
deferred pension. 
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A secondary termination benefit relates to a refund of the 
employee's contributions plus interest. Only two plans provide an 
Interest rate that reflects the rate of investment returns on the funds: 
Saskatchewan because of Its money purchase approach gives the rate of 
return on the fund, and in Quebec, the rate varies from 0 to 90? of the 
rate of return on the fund depending on service. All other plans, 
Including Alberta's rate at 3-1/2J, pay a nominal rate of either 3?, 3-1/25o 
or i%: Manitoba pays no interest. 

All teachers' plans, except for the current Quebec plan, allow a 
teacher who previously received a refund to reinstate his prior service by 
repaying the refund. However, the method for calculating the Interest 
payable on refunds varies substantially. In many cases, the reinstatement 
payment requires payment of interest at the full rate of Interest earned by 
the fund. There are a variety of rules concerning the length of the period 
of absence from teaching and the length of the period of service after 
return. The imoortant fact here is that 10 of the 11 plans allow 
reinstatements. 

DisabI I ity Benefits 

There are two aspects relating to the payment of disability 
benefits. The first concerns the payment of an allowance from the 
teachers' pension plan, and the second concerns the impact ^f the payment 
of a benefit from an Insured Long Term Disability (LTD) arrangement on the 
teachers' pension plan. The situation Is further complicated if the 
Insured LTD programs vary within the province from school board to school 
board. 
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Disabi I ity Al lowances from the Plan 

The Saskatchewan and Quebec plans do not have any provisions for 
the payment of disability allowances from the plan. Only Manitoba allows 
payments in a specific situation where the disabled teacher is employed by 
a school board that does not provide an LTD plan. All other provinces 
permit the payment of disability allowances from the plans. 

In each case where allowances are payable from the plans, the 
allowances are based on the pension formulae. However, an important 
distinction is whether or not the disabled teacher's service is measured to 
the date of disability or to some future date when the teacher would 
otherwise have qualified for a retirement pension. Only in B.C. does the 
latter more generous approach apply. In Alberta, the disability benefit is 
based on the service to the date of disability and then reduced to reflect 
the full actuarial reduction because of age If the teacher Is disabled *rom 
teaching only and half the actuarial reduction If totally disabled. 

A further consideration is the effect upon dependents of a person 
in receipt of a disability allowance who dies. In B.C. and Alberta, the 
disabled teacher may select a joint life or other type of pension at a 
reduced rate. Other plans, as shown in Table 3, provide specific levels of 
benefit to specific dependents. 

Integration with LTH 

The nrost common form of integration is to provide for 
continued accrual of pensionable service. In B.C., Manitoba and Quebec, 
the cont I nued accrua I I s automat i c for two years on I y . In A I berta and 
Ontario, the disabled teacher must pay his contributions In order to con- 
tinue to accrue pensionable service. In some plans. It Is possible to 
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receive allowances from the plan while drawing LTD benefits. However, in 
most instances, the LTD plan will offset the allowances whicn is a function 
of the LTD policy rather than the pension plan. 

Death in Service 

There are basically t'^o types of death-in-service benefits: 

1) Refund of employee contributions plus interest, and 

2) Payment of a survivor pension. 

The two benefits are often Integrated in the sense that, if the 
deceased member qualified for a survivor pension to be paid, the lump sum 
re'^urn of contributions is not payable. Where a contribution refund is 
paid, interest Is at the same rate as for termination refunds. Alberta is 
unique in that a modest death benefit of up to $1,500 Is also payable. 

Manitoba Is unique in that no survivor pensions are payable. In 
the case of Quebec, the deceased teacher would have to be eligible for a 
full unreduced retirement pension before any allowance Is payable. AM 
other plans pay a surviving spouse a pension that is based on the pension 
formula in the plan, and in addition, the Alberta plan pays the rnodest 
death benefit descri bed 'above. 

OTHER PLAN FEATURES 

Three other significant features of the teachers' plans include; 

1) Reciprocity within the province; 

2) Reciprocal agreements between the plans^ and 

3) Purchase of service. 

A brie* summary of the rules governing these items is provided in 
the s. nt paragraphs. 
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Reciprocity within the Province 

In general terms, most provinces allow for the transfer between 
the teachers' plan and other civil service plans or positions of emoloyment 
that are related to teaching (for example, a full-time employee of The 
Alberta Teachers Association who holds a valid teaching certificate). In 
some provinces there li a distinction made between employers with wliom a 
teacher may work and transfer rights under the teachers' plan, and those 
with whom the ijacher may work and retain their rights under **-he tt.. .ers* 
plan. The Quebec plan and the PSSA do not require such previsions. 

Reciprocal Agreement Between Plans 

Wi th the except f on of B.C. , there i s a genera I rec i proc.^ I 
agreement between the other nine provincial plans to allow teachers to 
transfer both their contributions and tneir service credits between plans. 
The basic agreement is that the exporting plan will transfer the lesser of: 

a) Twice the employee rributions actually made to 
the exporting plan |' us Interest, or 

b) twice the employee contributions that would have 
been maae under the importing plan plus Interest, 

With respect to transfers. Interest is at the rates specified in 

the agreement from time to time. If the amount transferred is (b), then 

full service credit will be given by the Importing plan. If the amount is 

(a), then the service credit will be pro-rated by service times (a)/(b). 

The teacher will have the option of paying the shortfall personally to 

bring his service credit up to 'iOO%. 
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This type of reciprocal agreement has a major Impact on the olans 
with a lower contribution rate. In these plans, all incoming teachers will 
acquire full credit for previous teaching service, whereas o-j'^'golng 
teachers will always get less than full credit in their new plan. The two 
plans that are most affected by the reciprocal agreement are Alberta and 
Newfound I and. 

There is basical ly a simi lar reciprocal agreement between the 
Alberta Teachers' Retirement Fund and the Superannuation Fund of Canada. 
Therefore, with the exception of B.C,, there Is effectively full 
reciprocity between teachers' plans in Canada. 

There is a limited reciprocal agreement between B.C. and some 
other provinces including Albet'ta which applies at the time of retirement 
rathor than a+ the time of transfer. The agreement provides for the 
transfer of twice the teacher's contributions or the value of the vested 
pension, whichever is greater. However, B.C, requires that incoming 
transfers apply to teachers who have at least five years of service in 
B.C. and who meet the minimum service requirements when considering 
teaching se'-vlce In B.C. and the transferring province. 



Purchase of Service 

The most common period of service which, at the option of the 
teacher and the payment of specified contributions, may become oensionable 
service is Military Service during World Wars I and I I or i n Korea. In 
many p I an^ , the payment for such serv i ce is zero i f the teacher was 
teaching in the province immediately prior to enlistment. In sone 
cases,, there J*; a requirement for a return to teaching within a specified 
time limit after demobilization. 
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Other types of service That may be eligible for recognition in a 
plan include educational leaves of absence, teaching in institutions other 
than schools or while holding public office, teaching service outside the 
province, and, in Ontario's case, teaching outside the country. Alberta 
and B.C. are the only provinces which give no recognition for teaching 
service or experience outside of the province other than by reciprocal 
agree.^ent. Also, t^th provinces do not recognize teaching service or 
experience out:,!d« of Canada. 
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IV, COMPARISON WITH OTHER ALSERTA PUBLIC SECTOR PLANS 



INTRODUCTION 

In addition to The Teachers' Retirement Fund Act, there are six 
other Pension Acts which the Government of Alberta guarantees the payment 
of benefits. Each of the Acts is administered by a pension board which 
includes representatives of the employees and the employer. Each board is 
charged with certain defined responsibilities in the administration of the 
Act. However, the day-to-day administration, unlike The Teachers' 
Retirement Fund Act, has been delegated to Alberta Treasury under the 
direction of the Director of Payroll and Pensions. 

Each Act covers different groups of employees which may be 
broadly defined as follows: 

1 . The Pub I ic Serv ice Pens i on Act covers non- 
management employees of the government, the 
Legislative Assembly, and government agencies. 

2. The Local Authorities Pension Act covers 
employees of local authorities, such as municipal 
employees of approved hospitals, school boards 
and other approved bodies. 

3. The MLA Pension Act covers elected members of the 
Legislative Assembly. 

4. The Public Service Management Pension Act covers 
management employees of the government, the 
Legislative Assembly, and government agencies. 

5. The Universities Academic Pension Act covers the 
full time academic staff of a university 
authorized under The Universities Act. 

6. The Special Forces Pension Act covers empic ees 
of police departments. 

As might be expected, the unique nature of the employee group 
covered by each Act has had a bearing on the design of some of the plans' 
features. 
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TABLE 4 . ALBERTA PLANS, COMPARISON OF BENEFITS 
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FUND I NG 

None of the Ac+s is funded specifically by a separately 
established fund. In 1980, the government enacted the Pension Fund Act, 
which provided for the establishment of a pension fund consisting of $1.1 
billion on April 1, 1981. Since that date, all contributions under the 
various pension plans have been paid Into the fund, which is to meet 
partially the government's liabilities for benefits under these six plans. 
No attempt has been made to identify specifically any component of the func 
as being in respect of any one particular plan or plans. 

PLAN DESIGN 

Table 4 provides a comparison of the seven public pension olans 
in Alberta. Where a feature in one of the plans is identical to the sa'^e 
feature in the teachers' plan, an asterisk has been inserted in the table 
to avoid repetition and to help the reader focus on the differences. The 
following comments exoand on some of the more important differences between 
the plans. 

Contr i but ions 

As presented in Table 4, the contributions under both the Public 
Service and Local Authorities plans are the same as that for teachers. 
However, the Provincial Treasurer has announced recently that,commenci ng on 
January 1 , 1985 and on each January 1 thereafter unti I 1989, t^e 
contributions are to increase by 1 /4< each year to 6-1/4? under both the 
Public Service and Local Authorities plans. 
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Retlrerrent 

The normal retirement age for the MLA's and the Soeclal Forces 
plans is a reflection of the unique na+ure of fhe'r occupations. Under 
both the Management plan and the Universities' plan, the most significant 
difference is that retirement is possible from age 55 without actuarial 
reduction. The Management plan requires only five years of service, while 
there is a ten-year service requiremen*. in the Universities' plan. 

Pension Formulae 

The most significant difference in pension formulae is that both 
the Management and the Universities' plans have stacked pensions based on 
2i of the average of the highest five years of earnings. The Soecial 
Forces plan, on the other hand, has integrated pensions at age 65 only. In 
addition, the same three plans provide more valuable types of pension. 

Deferred Pensions 

Only the teachers* plan has a locking-in provision. The other 
four plans, excluding the Public Service and Local Authorities plans, allo^ 
unreduced pension at age 55. There is some limited locking-in of emoloyee 
contributions so long as the employee remains entitled to a deferred 
pension. However, he may forfeit his deferred pension and elect a refund 
of contributions before his deferred pension commences. 

Refunds 

The Universities plan al lows a refund of both the member's and 
the university's contribution. All other plans pay interest at a rate of 
4t rather than 3-1/2$ as in the teachers' plan. 
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Death In Service 

The main difference between the teachers' plan and the other 
public service plans Is that double refunds are payable to a surviving 
spouse If the member dies In service. 

Reciprocity 



Administrators, Teachers' Retirement Fund and the other public pension 
boards except for the MLA's and the Special Forces. These agreements 
essentially allow for full transfer of the employee's rights and 
contributions between the plans. Where the amount transferred is less than 
that required under the new plan to provide full credited service, the 
employee will be granted partial credited service to the extent that can be 
bought by the transfer. The member has the right to purchase the 
difference, and where the amount to be transferred exceeds the amount 
required to purchase full credited service In the new plan, the excess 
amount remains in the exporting plan. 

ConcI usion 



the two largest public sector plans, except that eventually the public 
sector plans will cost 1-1/41 more. The benefits under the teachers' plan 
are significantly less than the other four plans, although any comparison 
with that of the MLA's Is probably Invalid because of the unique nature of 
the occupation of that group. Not only do the Management and Universities' 
plans provide higher pensions, but the form of pension Is more valuable 
because full pensions are available with minimal service requirements. 
Also, most of the government administered plans have a five year vesting 
period as compared to the ten year vesting period In the teachers' plan. 



There Is a formal reciprocal agreement between the Board of 



In general terms, the teachers' plan Is not very different from 
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V. 



A MODEL RETIREMENT PLAN FOR TEACHERS IN ALBERTA 



In this section, the task force develops and proposes a model 



retirement plan for teachers in Alberta. The recommendations concern the 
basic parameters of a model plan Including: legislation and administra- 
tion, p I an des i gn , and funding. A I so, the recommendat ions have taken i nto 
consideration the information contained in the first four sections of this 
report. Some of the major plan design features which were discussed by the 
task force and then rejected are presented in Appendix B. The recommen- 
dations made in Alberta Labour's paper: "Improving the Effectiveness of the 
Private Pension Plan System in Alberta" are examined and compared with the 
appropriate feature from the model plan in Appendix C. 



should become effective September 1, 1985. As well, the proposed changes 
should be incorporated into new legislation which shojid be a complete 
amendment of the existing Teachers' Retirement Fund Act. Many of the 
precise administrative and design features of a new plan remain to be 



legislation may not be possible at this time and that interim changes to 
legislation may be more appropriate to effect implementation of the model 
plan by September 1, 1985. Therefore, the task force offers to assist in 
the development anH drafting of interim and new legislation to accomplish 
its recommendations. The Act, as is now the case, should continue to 
provide for a teachers' retirement plan that will be administered by an 
autonomous board with representatives of government and teachers. 



LEGISLATION AND ADMINISTRATION 



The proposed changes to the existing Teachers 



Retirement Fund 



explained in detai 1 • 



However, the task force recognizes that new 
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1+ IS the view of the task force that the existing administrative 
structure under The Teachers' Retirement Fund Act continues to be the most 
appropriate structure for administering the Fund. The task force believes 
that it is only right and proper that teachers who are expected to make 
significant contributions to the plan should be permitted to have input and 
Involvement in the administration of the plan and in the investment of the 
fund which consists in part of their contributions. 

As is now the case, the Board should be empowered to invest the 
assets of the fund within the constraints of appropriate legislation such 
as The Pension Benefits Act or the Canadian and British Insurance Companies 
Act. 

PLAN DESIGN 

Membership 

The rules governing existing menbership should remain unchanged 
and the following are required to participate fn the plan: 

Provincial teachers holding a valid teaching certificate and employed 

by: 

a) a school board constituted under The School Act 
in any position for which a teaching certificate 
IS a condition of employment, excluding the 
position of Superintendent of Schools; 

b) the Alberta Teachers' Association; 

c) the TRF Board; 

d) a private school, if that school has been 
included in the plan by Order- in-Counci I , and 

e) a corporation engaged in public or secular 
education by television. 
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Contr i but ions 

The level of contr i but I on by teacners will be determined by tne 
aoproach relative to the indexing of benefits. If indexing remains at tne 
discretion of government, then a lower level of contribution is to be oaid 
by the members. If indexing becomes a r ight of the members, then the 
higher level becomes payable. Therefore, the prooosed levels are: 

1 ) Indexing as a right ; 

- 6i of salary up to the current YM^E . 

- 7-1/2? of salary above tne YMPE. 

2 ) Index at the discretion of Government ; 

- 5% of salary up to the current YMPE. 

- 6-1/2* of salary above the YMPE. 

As will be discussed later, it is the view of the task ^orce that 
indexing be a right of the members and that, as a result, the higher level 
of teacher contributions should be paid. 

The maximum contribution period should be 35 years, or until the 
retirement of the teacher, whichever occurs first. All contributions 
would cease on the completion of 35 years. For administrative purposes, 
contributions shall cease at the end of the teaching year, August 31, in 
which the teacher completes 35 years of contributions. 



Retirement 

1) Regu I ar Reti rement - Age 65 with one year of service. 

2) Special Retirement - Age 55 and age plus service 

equals at least 85. 

3) Early Retirement - Age 55 with five years' service. 

Regular and soecial retirement are based on unreduced pensions, 
whi le early retirement is subject to actuarial reduction. 3y setting 
retirement at age 55 after 30 years of service, the strains imposed on long 
service teachers are recognized. Teachers will have a choice but, if thev 
retire after 30 years, they wMI not have accrued their maximum pension. 
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If they wish to accrue a maximum pension, thev will have to serve the 
remaining five years* However, this provision partially addresses the 

concerns expressed by the ATA. For purposes of this provision, service 

means all pensionable service that is recognized under the Act includi'^g 

the various types of special service that may t purchased or credited. 



Pension Formu I a 

The pension payable at normal or special retirement shall be: 

2? of f ina I average earnings x pensionab le service ud to 
December 31, 1965, plus 

- 1«4)5 of final average YMPE x pensionable service after January 
1 , 1966, plus 

2? of final average earnings above the final average YMPE x 
pensionable service after January 1, 1966 

(NOTE: In this formula: Final average means t^e 
average of the teacher' s sal ary in the three 
consecutive years out of the last 10 years of 
serv i ce wh i ch give the h i ghest average. Final 
average YMPE means the average of the YMPE in the 
year of retirement and the two immediately 
preceding years. ) 

In adopting this formula the task force concluded that a oension, 
which together wi-'*h the CPP and OAS, will provide a full service teacher 
(one who has taught for 35 years) with a pension from all sources of 
approximately 10% of his last year's salary. 

Under current I imi t itat ions, the OAS pension represen+s 
approximately 10? of the average salary of teachers. It can be expected 
that this relationship, because the OAS is fully indexed to inflation will 
trend down over time because average salary may well outpace inflation over 
the long run. Therefore, by the time the current generation of younger 
teachers reach retirement age, the OAS may repre::ent only 5)6 - 7? of tneir 
final years* salary. However, the other two plans combined will provide 
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70S of the final three years of average salary so that, except in periods 
of htgh inflation, the OAS should account for the shortfall between 10% 
th iast year's salary and 70? of the final ave'-age salary. 

When a teacher takes ear I y reti rement, the same pens ion fr mu I a 
shall apply but the final pension will be reduced by one-sixth percen-' for 
each month by which the teacher's early retirement date precedes the date 
on which he would first qualify for normal or special retirement. 
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Indexing of Pensions 

It Is the opinion of the task force that indexing of pensions is 
essential to enable the pensioners to maintain a reasonable standard of 
living in retirement. The question that must be resolved is whether 
Indexing should be a right of the members or whether it should remain at 
the discretion of the Government. As highlighted in the concerns expressed 
by the ATA over the years, the lack of a right to indexing has worried 
teachers. The task force therefore recommends that some minimum level of 
indexing should be incorporated into the Act for the total protection of 
the teachers. 

The question then arises as to what level of indexing Is 
appropriate. It is not intended that all of the discussion on the issue of 
indexing that has taken place in Canada for the past decade be repeated, 
instead, the task force endorses the prooosal of the Minister of Finance in 
his discussion paper "Action Plan for Pension Reform: Building Better 
Pensions for Canadians" published in February, 1984. 

The task force, therefore, recommends that pens tons be adjusted 
annually by 60% of the change In the CPI for the year. In return for 
including this provision as a right in the plan, teachers will contribute a 
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total additional contribution of ]% of salary. \i thp nt that 
subsequent actuarial valuations disclose a surplus as a r:jsult of the 1? 
contribution, the Act should then permit ad hoc increases In excess of tne 
minimum to be made. 

Termination Benefits 

T^e model retirement plan should include *-he following 
'fermimtlon benefits: 

1 . Vesting : Fu I I vesi * ng shou I d occur after f i ve years of 
contributory service. 

2. Lockl nq-in : Locking-In should also occur fter five years of 
service. However, members who are locked- In should be allowed 
to transfer twi ce the i r own contr I but i ons plus I nterest to 
another reg I stered pens I on veh I c f e provl ded that veh i c I e 

lock-in t^-^ transfer and make it available only to the 
member In the form of a pension after age 55. 
Such ^ vehicle might be: 

-the reglste'"ed pension plan of a new employer, 
-a registered retirement savings plan, or 

-a registered pension account, assuming that these new savings 
vehicles are Implemented. 

Amount of Vested Deferred Pension 

Vested deferred pensions will be calculated using the same 
formula as for retirement pensions bu1 service will be based on final 
average earnings and th^ YMPE for the perioJ ud to ^he date of 
termination. However, there will be a guaranteed minimum benefit that is 
equivalent to the- actuarial value of twice the member's reauired 
contributions plus Interest. This provision ensures that the member, wno 
satisfies the vestir.g requirement, will never pay for more then 50? of the 
value of his deferred pension. 
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Indexti'ig of Deferred Pensions 

It is essential that, if a teacher leaves the proression after 
earning the right to a deferred oension, the ourchasing power of the- 
deferred pens Ion be at least parti a I I y maintai ned. Therefore, deterred 
pensions should be indexed to the same extent as pensions |. d to retired 
members. 

Refunds 

For members who terminate before completing five years of 
contributory service, a refund equal to the required contributions dIus 
interest will be payable in cash to the member. The plan snould allow 
specifically for this refund to be pal^ directly to a Registered Retirement 
Savings Plan at the option of the member without any lock 'ng- in provisions. 

I nterest 



Where interest enters into the calculation of lump sun payments, 
either oy way of termination, dea+h benefit (see below) or minimum deferred 
pension calculations, the Interest shall be at a rate determined by the 
Board of Administrators from time to time. The rate should be guarrnteed 
at no less than the rate paid by one of the major banks on its non-chea'inn 
savings account, less one percent to cover the administrative costs o* 
handl i ng withdrawa Is. 
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Death in Service Benefits 

the death benefit that is payable payable shall be determined 

according to the length of service of the member as follows: 

a) If the member dies before completing five years 
of contributory service or leaves no surviving 
spouse eligible ^or benefits In accordance with 
b) below, there shall be paid a lump sum equal to 
tequired contributions plus interest. 
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b) 'f the member dies after completing five years of 
service and is survived by a spouse, then a 
pension will become payable to the spouse. The 
amount of the pension will be the amount accrued 
to the member and payable at age 65 reduced as if 
the member had elected a joint life pension with 
lOOtt continuing to the surviving spouse. 

c) If survived by dependent children and no spouse a 
lump sum equal to twice the teacher's own 
contribution plus interest. 

(NOTE: For purposes of th i s def i n i t ion, spouse 
shall be the person of the opposite sex to whom 
the member had been legally married for one year 
prior to the date of death or a person with whom 
the member had been residing In a common- 1 aw 
re I at i onsh I p and he I d out to be the members 
spouse in the community in which they lived for 
at least five years prior to death, or for at 
least two years if a child had been born to the 
member and such person.) 

For ourposes of death- in-service benefits, a member shall include 
a member who remains entitled to a deferred pension. 



Death after Retirement 

Thti model retirement plan shall include the following provisions 

relating to death after retirement: 

!• Norma I Form of Pens i on : In the absence of any 
written Instruction to the Board prior to the 
commencement of pension, a retired member will 
receive a monthly pension in the form cf a life 
annuity guaranteed to be payable for 60 months. 

2. Optional Forms : Prior to retirement, the member 
may elect in writing to receive ^ pension in any 
other form that Is approved by the Board. This 
form could include a longer guarantee period, up 
to 180 months, or any form of joint life and last 
survivor pension provided that the amount payable 
to the surv i vor does not exceed the amount 
payable while the member Is alive. 



ERLC 



56 



- 41 



3. Early Retirement ; Prior to early or special 
retirement, a member may elect to receive a 
higher pension until age 65 and the start of 
f edera I government pens ions , fo I I owed by a 
reduced pension so that, including the government 
pensions, the member ' s i ncome before and after 
age 65 is approximately the sare. 

(NOTE: All of the optional or early retirement 
formats shall be f equivalent actuarial value to 
the normal form of pension.) 

Disabi I ity Benefits 

The normal disability benefit shall be the continued accrual of 
pensionable service during a perioa of approved disability. During such 
period, the member will not be required to contribute. An approved period 
of disability shall be a period during which the teacher proves, to the 
satisfaction of the Board, that the teacher is unable, by reason of 
physical or mental health or injury, to fulfill the duties of a teacher. 
Where the teacher is employed by a school board that makes available an 
Insu'-ed long term disability plan, the qualification for benefits under 
that plan shall be acceptable evidence of disability without further 
question. Otherwise, the Board shaM be entitled to such medical evidence 
as it may deem appropriate to establish the onset and continuance of the 
member's disability. During a period of periTianent disability, '^he member 
shall accrue pensionable service until either reaching age 65 or accruing a 
total of 35 years of pensionable service. 

At age 65, the teacher will receive a pension in accordance with 
the normal formula, but the final average salary shall be the final average 
salary at the date of onset of disability Increased by the same annual 
percentages that are granted under the Indexing provisions. 
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Other Items 

The other two major Items of consideration are reciprocal 
agreements and the purchase of other special types of service. Basically, 
the task force does not recommend any significant changes from the present 
position. The plan as outlined will remain sufficiently similar to other 
teachers' plans in Canada in that the exist'-^g reciprocal arrangements 
should not pose any problems. In fact, the revised plan will remove the 
current disadvantages for Alberta teachers who transfer to other provinces. 

COSTS OF THE PROPOSED PLAN 

In arriving at its recofmnendat f ons, the task force has attempted 
to address all of the concerns raised by the TRF Board and the ATA, while 
attempting to arrive at a plan which does not have unacceptably high costs. 
Initial estimates of the cost of the proposed plan are presented in Table 
5, which are based on the census data as of August 31, 1983 and the appli^ 
cation of the actuaria' assumptions expected to be used by Government in 
its March 31, 1984 valuation of the other six pension Acts. 'See Appendix 
A for detai Is) . 

Therefore^ the proposed plan represents a 2.5? increase in 
contributions for the teachers and a 0.42J increase in actuarial normal 
costs for the Government. In addition tc the increase In normal actuarial 
costs, there is an increase in actuarial liabilities for service prior to 
the introduction of the new pla.^ which represents an Increase of $^36 
million in the unfunded liabilities for active teachers. 

The task force also recommends that pensionable service unc'er the 
revised Teachers' Retirement Fund Act be calculated to Include teaching 
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service rendered before reaching age 30 by teachers who retired prior to 
July 1, 1970. At the moment, there are approximately 800 teachers or 
dependents of teachers who would be eligible to receive pension Increases 
under this change. The accrued liabilities for pensions have therefore 
been increased In the model plan by $10 million to reflect the capital cost 
of the increase. It Is expected that pensions payable in the year 1984-85 
would be approximately $1.4 million and that this amount would decrease to 
zero by the year 2006. 

Additionally, If the present system of Indexing, whicn is 
presumed to provide 15% of the CPI on an ad hoc basis. Is changed to 
guarantee 60% of CPI and applied to existing pensioners, there will be a 
reduction in liabilities for pensioners. This provision reduces the 
overall Increase In actuarial I I abl I Ities to $77 mi 1 1 Ion. 

FUNDING 

For many years, government has been contributing to the funding 
of the Teachers' Retirement Fund by paying one-half of all pensions in 
respect of contributory service, and 100< of al I pensions In resoect of 
service prior to 193^^. Essentially the plan was a partial "pay-as-you-go*' 
aoproach. 

In 1 981 , the prov I Ace I n 1 1 1 ated t major improvement i n the 
funding of Its long term financial responsibilities for the pensions of 
some 160,000 current and former public employees. At that time, a separate 
new Pension Fund was created and both employee and employer pension 
contributions Jere deposited In that Fund. 

Additionally, the province transferred a $1.1 billion lump sum 
into the new Pension Fund In order to reduce the burden on future taxpayers 



59 



- 44 - 



of the large unfunded liabilities which had accrued over the years prior to 
1981. The wisdom of these measures Is becoming Increasing!/ evident In 
light of the dramatic changes in our provincial revenue and our budgetary 
position since 1981. However, tne province did not take similar jction to 
reduce the unfunded liability of the Teachers' Retirement Fund. 

The Auditor General, In his 1982-0 annual report, noted 
that, unless significant additional funds are transferred to the Pension 
Fund, or pension con+r Ibutions are increased, or pension benefits reduced, 
the large net pension liability will continue to grow. In his 1981-82 
annual report, he also recommended that consideration be given to the 
several options available, any of which If implemented could control the 
future growth of the pension liability. In conclusion. It was recommended 
that consideration be given to all available ways and means of restricting 
the growth in the new pension liability. 

The task force, therefore, requests that consideration be given 
to adopting a new approach to funding. Ideally, the tasK force would like 
an approach which, if followed for many years, would eliminate the unfunded 
liability entirely. However, it recognizes that this would Increase 
considerably government's funding over the current levels and would go 
beyond the funding policies for other government plans. 

In the year ending August 31, 1983, the government contributed 
$35 mi I! 'on to the teacners' fund. Full funding of the current service 
costs of the proposed plan would require a government contribution of $67 
million - in the current year, an increase of 91i. However, unless a 
policy of full funding of current service costs. Is adopted the unfunded 
liability will continue to increase. The task force therefore recommends 
that the full balance current service cost in addition to the teacher's 
contributions be contributed on the Implementation of the model plan. 
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These Increases for teachers and government will ensure that 
current contributions will meet the current costs under the plan. However, 
it should be clearly understood that, even with these Increases, there will 
still be e unfunded liability under the plan. In addressing the Issue of 
unfunded liability under the Teachers' Retirement Fund, the task force 
proposes the following options for consideration by government. 

1. That government pay the Interest charges on the 
unfunded liability as of the Implementation of 
the new plan In order to freeze the current level 
of unfunded I labl I Ity. 

2. That government continue to pay 50% of al I 
pensions accrued before the Implementation date 
and the cost of current service benefits In 
excess of the required contributions from the 
members, to partial ly meet the unfunded 
I labl I ities. 

3« That government pay either a lump sum, or annual 
instalments In accordance with The Pension 
Benefits Act, In order that the new plan Is fully 
funded after 15 years. 

The task force recognizes that any action to eliminate the 
unfunded I labl ity will require a significant Increase in government 
contributions. The above options are offered by the task force for 
consideration by government In dealing with the unfunded liability. The 
task force, however, makes a specific recommendation of full funding of 
current service costs on the introduction of the model plan. 



Conclusion 

The Informal task force has developed a mooel retirement plan for 
teachers, which addresses the outstanding Issues raised by the ATA since 
1970, and which addresses the Issues relating to employee contributions, 
employee benefits, and the plan's unfunded liability. The findings and 



61 



- 46 



recommendations reflect the best juogements of the task force after careful 
review, consultation with the ATA Pension Committee, and consideration of 
principles constituting a sound retirement plan, and its relationship with 
other public pension plans. 
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APPENDICES 

APPENDIX A - Actuarial Assumptions 
APPENDIX B - Variations in Plan Design 

APPENDIX C - Comparison of Model Plan to "Improving the 
Effectiveness of the Private Pension Plan 
System in Alberta" 
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APPENDIX A 
ACTUARIAL ASSUMPTIONS 

The cost estimates Incluaed in this report have been developed 
using the economic assumptions that are to be used for the valuation of the 
other government guaranteed pians. The demographic assumptions are those 
used to value the Teachers' Retirement Fund at August 31, 1983, with the 
exception of the rate of salary increase for profnotions and merit. 



Economic Assumptions * 

Year Year Year Year 
Annual Rate of 1 2 3 4 5 onwards 




Interest 13 12-1/2 9-1/2 9-1/2 9-1/2 

Salary Inflation 1/2 3 8 8 8 

Consumer Price Index 3-1/2 5 7 7 7 

Increase In YMPE 12-1/2 12-1/2 12-1/2 12-1/2 9-1/2 



Demographic Assumptions 

Mortal ity 

Withdrawals 
& Retirements 

DisabI I Ity 



Proportion Married 
& Age of Spouse 



- The 1983 Group Annuity Table 

- A table on the experience of the group 
In the period September 1, 1978 to 
August 31 , 1983. 

- A table based on the experience under 
the Public Service Superanr Ion Act* 

-A table based on the studies completed 
for the valuation as of August 31, 1979. 



Salary Increases 



- 1-1 /2/t per annum at each age. 



Economic assumptions were reported to the Informal 
Task Force by Mr. G. 8use prior to completion of the 
actuarial valuation of the other government plans. 
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APPENDIX B 
VARIATION OF PLAN DESIGN 

This Appendix shows some alternative provisions for a possible 
model plan that have been considered and rejected by the task force, "^he 
variations In costs have in some cases been estimated by suitable methods 
of approximation. 
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VARIATIONS THAT DECREASE COSTS 



Description of Variation 



Decrease In 
Unfunded 
LlabI Hty 
(Mi 1 1 Ions) 



1 . Final Average FWe Year Salary 

If all pension benefits were based 

on the final average five year salary 

rather than final average three year 

salary as proposed: 78 

2. Single Refunds on Death 

If, Instead of paying a double refund 
of contributions plus Interest for a 
teacher who dies In service after he 
has completed five years of contributory 
service, a single refund was paid: 17 

3. Single Refunds on Termination after Vesting 

If, Instead of allowing a double refund 
of contributions plus Interest to be 
transferred to a locked- In RRSP 
only, a single refund was paid to 
terminating members: 51 

4. Termination Benefits 

On withdrawal from the plan the teacher 

Is entitled to a deferred pension at 

retirement age provided he has five 

years of service. If, at the time of 

withdrawal from the plan, his own 

contributions plus Interest will buy 

more than 50% of the deferred pension, 

then In addition to a full deferred 

pension he will receive a lump sum 

payment of the excess: 17 

65 



Decrease in 
Total Annual 
Cost as a /( 
of payrol I 
(Percentage) 



1.35 



.20 
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APPENDIX B (cont'd) 



VARIATIONS THAT INCREASE COSTS 



Description of Variation 



1. Provide Married Teachers with 
50% Spouse Pensions as a Right 

If married teachers are provided with 
a joint life pension with 50% 
continuing to the spouse as an 
automatic right, Then the Increase 
costs wt 1 1 be: 



Increase In 
Unfunded 
LlabMlty 
(MM I Ions) 



Increase In 
Total Annual 
Cost as a ^ 
of payrol I 
(Percentage) 



86 



1.50 



2. Indexing by Order-ln-CouncI I 

If Indexing at 60i of the Consumer Price 
Index Is not Included In the plan but 
continues under the discretion of 
government, then, assuming that the 
established level of 75{ of CPI is 
maintained, the cost of the plan 
w! 1 1 increase: 



73 



1.35* 



3. Special Retirement Pensions 

The ful I 2% of final average three- 
year earnings will be paid between actual 
retirement age and age 65. The CPP 
offset only starts at age 65. CPP 
offset Is based on CPP levels at age 
65. 156 

4. Pension Accrual of 2-1 /3i 



3.17 



If instead of accruing pensions 
based on 2$ of final average 
three year earnings they are 
accrued at 2-1/3!? 



180 



2.60 



Actual increase 
because teachers 



In government costs would be approximately 
contributions would be )% lower. 



2.35« 
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APPFNDIX C 



COMPARISON OF MODEL PLAN TO "IMPROVING THE EFFECTIVENESS 
OF THE PRIVATE PENSION PLAN SYSTEM IN ALBERTA" 

In this appendix we compared the relevant features of the model 
plan and the existing plan to each of the 12 recommendations contained in 
"Improving the Effectiveness of the Private Pension Plan System in 
Alberta". 

Recommendations Model Plan Current P I an 

1. Vesting and Locking- In 

After 5 years of service or plan Meets Fails to meet 

membership the employee should be recommendation recommendation 

entitled to the pension benefits 

accrued for the period served. 

This means full vesting of 

benefits earned after the 

specific date set by legislation. 

The total contributions, employer 

and employee, necesrary to provide 

these benefits, to be locked-in, 

that is, to be held until required 

to provide a I i f e annuity at 

retirement. 



2. value of Vested Benefit 

The employer should oay for at Meets Fails in some 

least some portion of the accrued recommendation instances 

vested benefit that the employee 
becomes entitled to on te^Ti I nat- 
ion of employment or retirement: 
for example, either the employer 
could be required to pay for at 
least 50% of the accrued vested 
benefit, or the benefit to be 
provided by the plan could be 
required to be not less than 
125)1 of the value of the 
employee contributions. 
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Recommendations Model Plat- 

s' interest on Employee Contributions 

Employee contributions should be 
credited with a reasonable current 
I t^rest rate such as the rste 
available for non-chequing savings 
bank accounts. 



Meets 

recomnendat ion 



Current Plan 



Significantly 
falls 



4. Portabi I Ity 

Upon termination of employment, 
the employees should have the 
right to transfer the total 
value of their accrued benefits 
to either a locked- In Individual 
retirement savings ^count, or 
the new employer's pension plan, 
if the new employer's plan so 
allows, to the ex"*3nt the 
benefit Is funded. Any un- 
funded portion of the accrued 
benefit to be transferred once- 
It has been fully funded. 



Exceeds 

recommendation 



Meets partiai ly 



5. Disclosure 



Employees should be entitled to 
full disclo;.^re of information 
regarding their accrued benefits 
and accumulated contributions 
under the pension plan. This 
disclosure should Include access 
to thos^ pension plan documents 
w'llch have a direct bearing or 
their personal benefits, provis- 
ion of annual statements of 
accrued be-'eflts^ and a statement 
of benefits and options at 
termination of emp loymei.*'', 
retirement, or on death. 



Where :racti» 1 
wf I I meet 
recommendation 



Meets part i a 1 1 y 



6. Survivor Benefits 



On retirement, plans to provide 
60/t spousal benefits. 

On death before retirement, 
plans ^o provide surviving 
spouse benefits. 



Aval lable as 
option 

Exceeds 

recommendation 



Aval lab le as 
option 

Partial ly meets 
recommendation 
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Recommendations 

?• Division o*' Pension Benefits 
on Marriage Breakdown 

Legislation should provide that, 
when divorce or dissolution of a 
common law relationship occurs, 
unless the courts or the parties 
themselves determine otherwise the 
vested pension benefit earned during 
the period of the marriage or common 
law relationship should be split 
equal ly between the spouses and 
retain its character as a pension 
benefit and be locked-* In. 



Model Plan Current Plan 



W! I I meet Wi I I meet 

recommendation recommendation 



8« Plan Coverage and Membership 

Improvement in pension plan 
coverage could be obtained by: 

a) requiring that employees must 
be able to Join an available 
pension plan for their class of 
employment after attainment of 

1 years of service, 

b) requiring that part-time or 
s* as'^nal employees must be 
allowed to join the employer'** 
plan maintained for their class 
of employment after attainment 
of 1 year of service, in which 
some -level of minimum hours of 
,.ork was performed, for example 
600 hours, and 

c) encouraging the expansion 

of the number of private pension 
plans through promotional 
activities and development of 
appropriate ta.^ programs. 



Exceeds Exceeds 
recommendation recommendation 



9. Multi-Employer Plans 

Pension legislation has to be 
readily applicable to all types 
of plans, ther-»fore the present 
legislation should be revised to 
accommodate the different admin- 
strati ve circumstances exlstlnc^ 
In respect of ralri-omployer 



Meets 1 ntent Meets i ntent 

of of 
recommendation recommendation 
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Recommendations Model Plan Current Plan 

9. Multi-Employer Plans (cont'd) 

pension plans. However, the 
entitlements of employees, under 
multi-employer pension plans, 
and the minimum legislative 
standards for these plans 
should not differ from those 
applicable to single employer 
pension plans* 



10* Prohibition of OAS Offset 

It Is proposed that a provision 
should be Included In the 
legislation prohibiting plan 
benefits from being offset or 
reduced by any proportion of the 
benefits receivable under the 
01 d Age Security Act. 



Meets Meets 
recommendat i on recommendat i on 



1 1 . Retirement Age 

Pension plans should define 
normal pension eligibility age 
as the age at which pensions 
may commence without being 
actuarially adjusted. 
An actuarially adjusted pension 
should be available to a vested 
employee, without employer 
consent, during at least the five- 
year period immediately prior 
to normal pension eligibility 
age. 

If employment continues beyond 
normal pension eligibility age, 
the benefits accrued at that 
time should be actuarially 
adjusted when actual retirement 
occurs. 



Exceeds Exceeds 
Recommendat i on Recommendat i on 



12. Inflation Protection 
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No mandatory system of inflation 
protection should be required. 
Employers should be encouraged 
to provide voluntary inflation 
protection and ad hoc pension 
increases as their financial 
conditions permit. 



Exceeds 

recommendation 



Meets intent 
of 

recommendation 
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